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SACRAMENTO UPDATE

State Budget Hearing

Assembly Budget Subcommittee No. 1 on Health and Human Services held a hearing
on April 9, 2007 on a variety of mental health issues, including payments owed to
counties for federally-mandated Early and Periodic Screening, Diagnosis, and
Treatment (EPSDT) services provided to children and youth under 21 years of age, and
the Governor's Budget proposal to eliminate $54.9 million for the Integrated Services for
Homeless Mentally Il Program, AB 2034 (Steinberg) of 2000.

EPSDT Program

As reported in our April 4, 2007 Sacramento Update, the County is owed an estimated
$170.2 million for approved prior year claims ($23.6 million for FY 2004-05 and
$146.6 million for FY 2005-06), and it is anticipated that this amount could be higher
once the FY 2006-07 books are closed. Just before the April 9, 2007 hearing, our
Sacramento Advocates and a County Department of Mental Health (DMH)
representative had a conversation with Dr. Stephen Mayberg, the Director of the State
Department of Mental Health (SDMH), who indicated that $74 million in Federal EPSDT
payments is at the State Controllers Office for disbursement to the County.
We contacted SDMH, and today they confirmed that the $74 million disbursement is for
FY 2005-06, and should be received within two weeks. As a result, upon receipt of
these funds, the amount owed to the County for prior years will be reduced from an
estimated $170.2 million to $96.2 million.
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In addition, the Subcommittee had a lengthy discussion on the late payments for
EPSDT services already provided by, and paid for, by counties. Dr. Mayberg indicated
that the current and prior year deficiencies are attributed to the misestimating of EPSDT
claims and different accounting methodologies used by the State Departments of
Mental Health and Health Services.

Assembly Member Patty Berg, the Subcommittee Chair, stated that this problem is a
“real mess and that it must be fixed,” and indicated that she has heard from many
counties inquiring about the status of these late payments. Several groups including a
representative from DMH, the County Mental Health Directors Association (CMHDA),
the California State Association of Counties (CSAC), the Urban Counties Caucus, and
labor, urged Subcommittee members to approve the Administration’s deficiency
request. The Subcommittee took the following actions: 1) directed SDMH to develop a
work plan to address payments to counties, and report back to the subcommittee at
future hearings to present the plan, and 2) adopted budget bill language to declare the
Legislature’s and SDMH’s intent to work collaboratively to develop a restructured
EPSDT Program for implementation in FY 2008-09, which will include legislation to
establish the program in State statute within the 2007-08 legislative session.

Proposed Elimination of the AB 2034 Program

The Subcommittee held open the AB 2034 issue pending the release of the Governor's
May Revision. Los Angeles County receives $17 million annually in AB 2034 funding,
and provides intensive mental health services to over 1,600 adults. Numerous
advocacy groups, including our Sacramento Advocates, CMHDA, CSAC, and labor,
urged subcommittee members to reject the Governor's proposal, and to restore the
funding, because this program has proven outcomes in reducing the number of
homeless mentally ill, as well as the number of mentally il clients who might otherwise
be housed in county jails.

Pursuit of County Position on Legislation

AB 70 (Jones), as amended on February 21, 2007, would change the way liability

related to flood control projects is apportioned between the State and local
governments. Specifically, AB 70 would decrease the State’s liability by requiring any
local public entity to compensate the State for actions contributing, or whose failure to
act contributes, to the failure of a flood control project when that failure causes property
damage or personal injury and a judgment has been entered against the State. The bill
would subject a local public entity to joint liability and the State’s right of compensation
to the extent that the local public entity increases the amount of property damage
sustained in a flood by approving new development in a previously undeveloped area,
defined as open space land or land devoted to agricultural use. AB 70, which is a
re-introduction of County-opposed AB 1528 (Jones) and AB 3050 (Committee on
Judiciary) of 2006, is in response to a court decision (Paterno v. California, 2003) which
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Judiciary) of 2008, is in response to a court decision (Paterno v. California, 2003) which
indicated that the State may be held liable for any failure of Northern California levies
even though the State did not initially build them.

The Department of Public Works (DPW) indicates that AB 70 would make the
Los Angeles County Flood Control District (LACFCD) and other local flood control
districts liable for lack of additional improvements to existing flood control projects for
which they are severely short of funds and that LACFCD might unfairly be held liable for
damage from failed flood control projects where they have applied to the State for
improvement permits and the State will not or has not approved the permits. DPW
indicates that the bill could unfairly open the County to liability for flood damage that is
caused by the failure of Caltrans flood control improvements that ultimately empty into
County flood control projects. DPW recommends that the: County oppose AB 70.

County Counsel agrees with DPW’s recommendation and points out a number of
additional concerns. First, the bill unfairly and inequitably circumvents existing appellate
opinions and statutory law in an attempt to shift the risk of liability in flooding cases from
the State to local public entities such as the County. Second, AB 70 ignores the well
established line of case law that created the rule of reasonableness for flooding and
water damage inverse condemnation cases. In applying the reasonableness standard,
the courts consider many factors including balancing the public need for flood control
projects against the risks and severity of damages sustained by private landowners. In
County Counsel’s view, the bill creates a double standard because on the one hand, it
does not abolish the rule of reasonableness with respect to the underlying case brought
by the damaged property owner. Conversely, it seems to apply the general strict liability
standard on non-flood damage cases to the State’s cause of action against the local
public entity, therefore, the State may be able to recover under an indemnity theory from
a local public entity while the property owner cannot — under the same facts.

Third, the bill does not define the word “failure.” It is not clear as AB 70 refers to any
failure, a failure tantamount to negligence, or something different. This vagueness
leaves the door open for conflicting interpretations and a lack of clarity as to how local
municipalities respond should the bill become law. Finally, the bill places local agencies
in a situation in which they will be potentially liable to the State if they approve
development, and potentially liable to the subdivider if they reject it.

The Department of Regional Planning (DRP) indicates that if AB 70 becomes law, the
County’s potential flood damage liability for approving new developments in
undeveloped agricultural and open space areas would significantly increase. DRP
indicates that AB 70 could cause the County to become involved in many civil cases
against the State and incur related legal costs in efforts to negotiate the extent of the
County’s financial liability. Moreover, County Counsel indicates that this bill would
appear to increase the County’s liability whether the new development would actually
contribute to the malfunction of a flood control facility, or the new development would
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simply add to the number of properties that are damaged. DRP recommends that the
County oppose AB 70.

Opposition to AB 70 is consistent with existing policy to oppose legislation which
increases the County’s liability or that would transfer to the County or to its residents
any costs or revenue losses incurred by another jurisdiction. Opposition to AB 70 is
also consistent with existing policy to oppose AB 1528 and AB 3050 of 2006, both
substantially similar bills. Therefore, our Sacramento advocates will oppose AB 70.

There is no known support or opposition to AB 70 at this time. However, AB 3050 was
supported by the Planning and Conservation League, the Sierra Club, and the State
Attorney General, and was opposed by the California Chamber of Commerce, the
California League of Cities, and the California State Association of Counties. AB 70 is
currently in the Assembly Judiciary Commitiee awaiting a hearing date.

Status of County-Advocacy Bills

County-supported SB 990 (Kuehl), which would require as a condition for any sale,
lease, or sublease, or transfer of any land presently or formerly occupied by the
Santa Susana Field Laboratory, also known as Rocketdyne, that the Director of Toxic
Substances Control certify that the land has undergone complete remediation, was
amended on April 9, 2007 to require that complete remediation conform to specified
protective standards. In addition, the amendments would authorize the Department of
Toxic Substances Control to compel a responsible party or parties to take or pay for
appropriate removal or remediation action necessary to protect public health and safety
and the environment at the Santa Susana Field Laboratory site in Ventura County. The
bill was re-referred to the Senate Environmental Quality Committee.

Master Bill List

A roster containing the status of all bills with a County advocacy position is attached.

We will continue to keep you advised.

DEJ:.GK
DW:MR:EW:DS:acn

Attachment

C: All Department Heads
Legislative Strategist
Local 660
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
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